
AUDITOR-GENERAL 

SOUTH AFRICA 

The Accounting Officer 
Phokwane Local Municipality 
Private Bag X5 
Hartswater 
8570 


22 December 2010 

Reference: 21357REG09/10 

Dear Sir 

Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Phokwane Local Municipality for the year ended 30 June 2010 

1 . The above-mentioned report of the Auditor-General is submitted herewith in terms of section 
21(1) of the Public Audit Act of South Africa read in conjunction with section 188 of the 
Constitution of the Republic of South Africa and section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

2. In terms of section 121(3) of the MFMA you are required to include the audit report in the 
municipality's annual report to be tabled. 

3. Until the annual report is tabled as required by section 127(2) of the MFMA the audit report 
is not a public document and should therefore be treated as confidential. 

4. Prior to printing or copying the annual report which will include the audit report you are 
required to do the following: 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

® The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 

5. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 


Aijdifmg lo build public confidence 

Auditor-General Republic of Soulh Africa 



6. Your cooperation to ensure that all these requirements are met would be much appreciated. 
Kindly acknowledge receipt of this letter. 


Yours sincerely 


Signed 



Gert Kruger 

Senior Manager: Northern Cape 

Enquiries: Peter-John van Dyk 

Telephone: (053)831 1016 
Fax: (052) 833 3231 



AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 

LEGISLATURE AND THE COUNCIL OF THE PHOKWANE LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Phokwane Local 
Municipality, which comprise statement of financial position as at 30 June 2010, and the 
statement of financial performance, statement of changes in net assets and cash flow statement 
for the year then ended, and a summary of significant accounting policies and other explanatory 
information as set out on pages ... to .... 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with Statements of Generally Recognised Accounting Practice 
(Statements of GRAP) and in the manner required by the Local Government: Municipal Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA). This responsibility includes: 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to 
fraud or error; selecting and applying appropriate accounting policies: and making accounting 
estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

3. As required by section 1 88 of the Constitution of South Africa and section 4 of the Public Audit Act 
of South Africa and section 126(3) of the MFMA, my responsibility is to express an opinion on the 
financial statements based on conducting the audit in accordance with the International Standards 
on Auditing and General Notice 1570 of 2009 issued in Government Gazette 32758 of 27 
November 2009. Because of the matters described in the Basis for disclaimer of opinion 
paragraphs, however, I was not able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. 


Basis for disclaimer of opinion 

Cash and cash equivalents 

4. The existence, valuation, completeness as well as rights and obligations of cash and cash 
equivalent assets amounting to R17 393 743 and liabilities amounting to R41 884 868 included in 
note 19 to the financial statements could not be confirmed. 1 was unable to satisfy myself by 
alternative means concerning the following inconsistencies and scope limitations identified: 

• The cash and cash equivalent liability balance could not be confirmed, as the reconciliation 
between the bank statements and the cash-book balance could not be provided for audit 
purposes. An unexplained difference of R42 214 832 (2009: R8 163 525) was identified. 

• The CRR bank account could not be confirmed, as the reconciliation between the bank 
statements and the cash-book balance was not performed for the year under review. An 
unreconciled difference of R450 000 (2009: R493 360) was identified. 

5. Cash and cash equivalents asset was overstated by R1 583 352 and current investments 
understated due to the incorrect classification of current investments included in the balance. 



Irregular Expenditure 

6. The municipality did not disclose any irregular expenditure in the financial statements, for the 
current and comparative financial year, as no systems or processes existed to identify and report 
on instances of irregular expenditure. Due to the following matters the completeness of irregular 
expenditure that should have been disclosed could not be determined: 

o The municipality did not comply with the Supply Chain Management Regulations (GNR 868) 
for expenditure amounting to R39 427 179. The following represent the most significant 
matters identified in this regard: 

i) No evidence could be submitted to indicate that the municipality had verified suppliers' 
tax status in several instances. 

ii) In several instances there was no evidence that a competitive bidding process had 
been followed. 

iii) There were also instances where the required number of quotations had not been 
obtained. 

iv) There were also instances where the required purchases weren’t advertised for 
suppliers to submit quotations. 

• Payments were made from conditional grants that were not in line with the objectives of the 
grant. The expenditure of R32 632 was for officials’ studies and therefore resulted in irregular 
expenditure. 

Property, plant and equipment 

7. The existence, completeness and rights and obligations of property, plant and equipment 
(including infrastructure assets) to the value of R132 846 853, as disclosed in note 1 1 to the 
financial statements, could not be confirmed due to the following matters: 

• Fixed assets amounting to R121 319 707 (2009: R97 986 475) could not be physically verified 
due to inadequate record keeping. The asset register did not contain a detailed description of 
the assets, the location of the assets and the quantity of the assets. 

® Fixed assets to the value of R350 138 were duplicated in the fixed asset register which 
resulted in fixed assets being overstated. 

« Various assets could not be traced from their location to the fixed asset register, which 
resulted in property, plant and equipment being understated. 

e Supporting documentation amounting to R34 630 567 could not be provided for audit 

purposes as at 30 June 2009. The entity’s records did not permit the application of alternative 
audit procedures. 

8. Fixed assets were misstated by R21 356 207 due to work in progress not having been separately 
disclosed as required by GRAP 1 . The effect of this was that fixed assets were overstated and 
work in progress was understated. 

9. Assets were understated with an amount of R6 130 241 due to property, plant and equipment 
being incorrectly classified resulting in repairs and maintenance being overstated with 

R2 577 880, VAT claimed being overstated with R2 538 577, Investment property is overstated 
by R955 140, Intangible assets are understated by R58 644. 



Trade receivables from exchange transactions 

10. The existence, valuation, completeness as well as rights and obligations of trade receivables 
from exchange transactions disclosed as R69 391 880 in note 17 to the financial statements 
could not be confirmed. I was unable to satisfy myself by alternative means concerning the 
following inconsistencies and limitations identified: 

« Supporting documentation could not be obtained for other consumer arrears as disclosed in 
note 17 amounting to R57 293 570 (2009: R9 416 728). 

® The receivable age analysis and the financial statements at 30 June 2010 do not agree as a 
difference of R34 713 082 was identified. The accuracy of the impairment of trade receivables 
amounting to R63 612 130 could therefore not be verified due to this material difference 
identified between the receivable age analysis and the financial statements. 

® Interest calculated on outstanding debtor accounts were not calculated using the approved 
interest rate, therefore resulting In an understatement of debtors and finance income 
amounting to R1 120 357. 

® The impairment for trade receivables at 30 June 2009 was incorrectly calculated and no 
supporting documentation could be obtained for the difference identified amounting to 
R190 751. 

Trade and other payables from exchange transactions 

11. The existence, valuation, completeness as well as rights and obligations of creditors disclosed as 
R30 850 723 in note 8 to the financial statements could not be confirmed. I was unable to satisfy 
myself by alternative means concerning the following inconsistencies and scope limitations 
identified: 

• The age analysis and detailed listing of creditors amounting to R3 462 705 

(2009: R5 529 712) could not be submitted for auditing. The entity’s records did not permit 
the application of alternative audit procedures. 

• Sufficient appropriate audit evidence could not be submitted to validate creditors suspense 
accounts amounting to R27 360 318 (2009: R1 673 640) as the suspense accounts were not 
cleared and reconciled on a monthly basis. The entity’s records did not permit the application 
of alternative audit procedures. 

® Expenditure amounting to R237 817 was incurred as at 30 June 2010 and was not accrued 
for resulting in the understatement of expenditure and trade payables. 

« There was an unexplained difference of R3 350 608 as at 30 June 2009 between the 

accounts payable in the annual financial statements of R7 402 151 and the accounts payable 
in the creditors sub-general ledger of R4 051 543 submitted for audit purposes. The entity’s 
records did not permit the application of alternative audit procedures. 

Investment property 

12. The completeness and existence of investment property to the value of R1 308 186, as disclosed 
in note 13 to the financial statements, could not be confirmed as properties subject to lease 
agreements could not be traced to the fixed asset register due to a lack of unique, accurate 
descriptions in the fixed asset register. 



Revenue 


13. A difference of R151 460 (2009: R65 559) was noted between the annual financial statements 
and calculation performed for property taxes. Property taxes are therefore understated with this 
amount. 

14. Prepaid electricity was overstated by R5 448 774 as a result of the incorrect processing of 
journals for receipts that was already captured. Cash and cash equivalents was overstated with 
the same amount. 

15. Grant income is understated by R3 621 459 (2009: R27 635 425) as a result of grant income 
being posted to the incorrect general ledger account. Debtor suspense accounts was overstated 
with the same amount. 

16. A difference of R409 661 was noted between the annual financial statements and the general 
ledger for grant income. This resulted in grant income being overstated by R409 661 and grant 
liability being understated with the same amount. 

17. The profit/ioss could not be determined on the sale of two business properties to a municipal 
official and a private company due to supporting documentation not being provided for audit 
purposes. The entity's records did not permit the application of alternative audit procedures. 

1 8. A register of fines issued and paid was not maintained as at 30 June 2009. Furthermore, 
amounts received for fines could not be traced back to supporting documentation. The 
completeness, accuracy and occurrence of income from fines amounting to R315 016 could not 
be confirmed. Alternative procedures could not be performed to confirm the completeness, 
accuracy and occurrence of income from fines. 

19. Prepaid electricity income amounting to R75 083 in respect of sales of prepaid electricity by 
agents was received during the 2008-09 financial year, but no register or agreements were in 
place to support this amount. Consequently, the completeness and accuracy of this income could 
not be confirmed. No alternative procedures could be performed. 

20. Rental income amounting to R93 218 in respect of the rental of facilities and equipment was 
received during the 2008-09 ftnancial year, but no rental register or rental contracts existed to 
support this amount. Consequently, the completeness and accuracy of this income could not be 
confirmed. No alternative procedures could be performed. 

21 . A register of gains on disposals of assets was not maintained as at 30 June 2009. Furthermore, 
amounts received for gains on disposals of assets could not be traced back to supporting 
documentation. The completeness, accuracy and occurrence of income from gains on disposals 
of assets amounting to R863 376 could not be confirmed. Alternative procedures could not be 
performed to confirm the completeness, accuracy and occurrence of gains on disposals of 
assets. 

22. Income from licences and permits amounting to R1 922 949 was received during the 2008-09 
financial year, but no register existed to support this amount. Alternative procedures could not be 
performed to confirm the completeness, accuracy and occurrence of income from licences and 
permits. 

23. No supporting documentation could be obtained for credit Journals amounting to R5 728 765. 
Consequently, I was unable to confirm the accuracy, completeness and occurrence of 
transactions in respect of this revenue. The entity’s records did not permit the application of 
alternative audit procedures regarding journals. 



24. As at 30 June 2009, the occurrence, accuracy, completeness, classification and cut-off of other 
income amounting to R786 606 in the statement of financial performance could not be confirmed. 
I was unable to satisfy myself by alternative means concerning the scope limitations identified. 

25. The following grant income in the financial statements did not agree to the DoRA schedules of 
the specific grants as at 30 June 2009. No explanation or supporting documentation was 
provided by management. 


Grant 

Financial 

statements 

DoRA 

schedule 

Difference 

Municipal infrastructure grant 

R5 580 000 

R11 580 000 

R6 000 000 


26. A difference of R7 353 425 was noted as at 30 June 2009 between the receipts per the grant 
schedule amounting to R58 699 557 and the receipts per the bank statements amounting to 
R51 346 131. As reconciliations were not performed, I could not confirm the completeness, 
accuracy and occurrence of grant receipts. 

27. The completeness and accuracy of receipts could not be confirmed as at 30 June 2009, as I 
identified receipts on the bank statements amounting to RIO 437 373 that could not be traced to 
the general ledger. Alternative procedures could not be performed to confirm the completeness 
and accuracy of receipts recorded. 

Expenditure 

28. The occurrence, accuracy, completeness, classification of grants and subsidies paid, general 
expenses and bulk purchases disclosed as R1 639 263. R16 165 323 and R31 354 452 
respectively in the statement of financial performance, could not be confirmed. I was unable to 
satisfy myself by alternative means concerning the following inconsistencies and scope 
limitations identified: 

• Supporting documentation for expenditure amounting to R24 218 596 (2009: 6 247 618) could 
not be provided for audit purposes. The entity's records did not permit the application of 
alternative audit procedures. 

» Supporting documentation for subsistence and travelling allowances amounting to R238 418 
could not be provided for audit purposes. The entity’s records did not permit the application of 
alternative audit procedures. 

» Supporting documentation for other operating grant expenditure amounting to R4 148 536 
(2009: 3 778 209) could not be provided for audit purposes. The entity's records did not permit 
the application of alternative audit procedures. 

« Supporting documentation for expenditure amounting to RIO 692 456 for the 30 June 2009 
year could not be provided for audit purposes. The entity's records did not permit the 
application of alternative procedures. 

29. The municipality made a double payment to a supplier during the year and the money was not 
refunded on the payment made. This resulted In expenditure being overstated by R170 041. 

30. The municipality reversed an incorrect journal processed to bulk purchases with duplicate 
Journals resulting in the duplication of expenditure. Bulk purchases is therefore understated with 
an amount of R1 745 614 and VAT is overstated with the same amount. 




31 . GRAP 1 , Presentation of Financial Statements states that expenses must be separately 

disclosed on the face of the statement of financial performance. The municipality had operating 
grant expenditure amounting to R4 912 298 which it did not separately disclose on the face of the 
statement of financial performance. 

Employee costs 

32. 1 was unable to confirm the completeness, accuracy, classification and occurrence of employee- 
related costs and remuneration of councillors as at 30 June 2009 disclosed as R25 756 488 and 
R3 705 224 in note 24 and 25 in the financial statements, respectively, as no reconciliation 
between the payroll and the financial statements was performed. Supporting documentation 
could not be obtained to substantiate the difference amounting to R2 769 780. The entity’s 
records did not permit the application of alternative procedures. 

Value - added Tax 

33. The existence, valuation, completeness and rights and obligations of VAT disclosed as 

R6 934 043 in note 10 to the financial statements could not be confirmed. I was unable to satisfy 
myself by alternative means concerning the following inconsistencies and limitations identified: 

• 1 was unable to audit the difference between the VAT control account at year end and the 
VAT 201 return submitted for June 2010 due to the reconciliation not being provided for audit 
purposes. No alternative procedures could be performed. 

Long term liabilities 

34. The existence, valuation and rights and obligations of long-term liabilities amounting to 

R1 373 201 as disclosed in note 3 to the financial statements, could not be confirmed. I was 
unable to satisfy myself by alternative means concerning the following scope limitations identified: 

• Supporting documentation amounting to R1 000 000 (2009: R1 000 000) could not be 
provided for audit purposes. 

• Journals amounting to R2 004 042 could not be substantiated by sufficient appropriate audit 
evidence as at 30 June 2009. 

Unspent conditional grants 

35. Unspent conditional grants Included in note 9 of the annual financial statements is understated by 
R3 207 523 as project related transactions were incorrectly allocated to suspense accounts. 
Creditor suspense accounts are therefore overstated with this amount. 

Disclosure 

36. GRAP 1 , Presentation of Financial Statements states that adequate disclosure must be made in 
the financial statements to achieve fair presentation. The following were incorrectly disclosed in 
the annual financial statements: 

» Finance leases 

• Land and buildings 

» Cash flow statement 
® Distribution Losses 

• Investment Property 

• IFRS7 - Financial risk management 



e Commitments 
» Revenue rebates 

37. The following disclosures were misstated in the annual financial statements: 

o Contingent liabilities amounting to R5 505 000 were not disclosed in the financial statements. 

o Sufficient appropriate audit evidence could not be obtained for the amount of R2 475 726 as 
disclosed in note 43(d) in the financial statements for current year receivables disclosed under 
credit risk. The municipality’s records did not permit the application of alternative audit 
procedures. 

o The municipality did not disclose financial assets exposed to credit risk in the financial 
statements. This resulted in the disclosed figure being understated with R10 147 023 (2000- 
R9 100 987). 

» Material losses amounting to R1 095 000, due to toilet stands being vandalised, was not 
disclosed in the annua! financial statements as required by section 125(d)(i) of the MFMA. 

® The municipality did not disclose the following items as required by section 125 of the MFMA, 
contributions to organised local government, Audit fees, PAYE, pension and medical aid 
deductions, councilor’s arrears consumer accounts, VAT and Disclosure of the act. 

• The municipality did not disclose intergovernmental and other allocations as required by 
section 123(d) and (f). 

• The description of income amounting to R2 391 817 disclosed in note 23 of the financial 
statements as "other' is not descriptive for the disclosure of the material amount. 

• The related party disclosure in note 49.01 to the annual financial statements is not complete 
as not all councillors, Section 57 employees and other related party relationships were 
disclosed. 

• The annual financial statements of the municipality do not disclose the following matters: 

o known or reasonably estimable information relevant to assessing the possible impact 
that application of the GRAP standards not yet approved will have on the entity’s 
financial statements in the period of initial application [GRAP 3.30 (b)]. 

o the reasons why applying the new accounting policy provides reliable and more 
relevant information [GRAP 3.29 (b)]. 

® The municipality did not disclose consumer deposits to the value of R1 626 234 as collateral 
in the financial statements. This resulted in the required disclosure not being made. 

Employee Benefits 

38. Supporting documentation could not be obtained for bonuses amounting to R512 299. The 
entity's records did not permit the application of alternative audit procedures. The leave liability 
was incorrectly calculated which resulted in the liability and employee cost being overstatement 
with R692 507. 

Unauthorised expenditure 

39. As at 30 June 2009, I have compared the budgeted expenditure with the actual expenditure per 
the financial statements and found that the unauthorised operating expenditure disclosed as 
R18 474 092 was understated by R1 764 554 and should have been R20 238 646. 



Fruitless and wasteful expenditure 

40. Fruitless and wasteful expenditure amounting to R98 676 were not disclosed in the financial 
statements as required by section 32 of the MFMA: 

® Subsistence and travel to the amount of R700 was paid in excess of the approved tariffs of the 
subsistence and travel policy. 

® Interest and penalties were paid on late submission of Value Added Tax (VAT) returns 
amounting to R9 247. 

o Chemicals that were purchased for R53 721 by the municipality were wasted and the 
chemicals had to be re-purchased. 

o As at 30 June 2009, interest amounting to R35 008 was incurred in respect of invoices paid 
after the due date. 

Risk of fraud and error 

41. Owing to management not implementing sufficient controls as well as the extent of differences 
and uncertainties identified during the audit, material irregularities might exist at the municipality 
that will not be prevented or identified by the system of internal control and that would not have 
been Identified during the audit due to the material limitations placed on the scope of the audit. 


Disclaimer of opinion 

Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a basis for 
an audit opinion. Accordingly, I do not express an opinion on these financial statements. 


Emphasis of matters 

I draw attention to the following matters on which I do not express a disclaimer of opinion: 
Restatement of corresponding figures 

42. As disclosed in note 32 to the financial statements, the corresponding figures for the 30 June 
2009 have been restated as a result of an error discovered during 2009-10 in the financial 
statements of the municipality at, and for the year ended, 30 June 2009. 

Unauthorised expenditure 

43. Unauthorised expenditure incurred amounting to R26 730 580 has been disclosed in note 38 to 
the financial statements. 


Additional matters 

I draw attention to the following matters on which I do not express a disclaimer of opinion: 

Material inconsistencies in other information included in the annual report 

44. ! have not obtained the annual report and therefore have not been able to identify any material 
inconsistencies with the financial statements. 



Unaudited supplementary schedules 

45. The supplementary information as set out in appendices [xx] and [xx] does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

46. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009 , 1 include below my findings on the report on predetermined 
objectives, compliance with the MFMA, Treasury Regulations, the Division of Revenue Act of 
South Africa, 2009 (Act No. 12 of 2009) (DoRA), the Preferential Procurement Policy Framework 
Act of South Africa, 2000 (Act No. 5 of 2000), the Municipal Systems Act of South Africa. 2000 
(Act No. 32 of 2000) (MSA) and the Municipal Structures Act of South Africa, 1998 (Act No. 117 of 
1998), and financial management (internal control). 


Findings 

Predetermined objectives 

Lack of adoption or im plementation of a performance management system 

47. The Phokwane Local Municipality did not implement a framework that describes and represents 
how the municipality’s cycle and processes of performance planning, monitoring, measurement, 
review, reporting and improvement will be conducted, organised and managed, including 
determining the roles of the different role players, as required in terms of sections 36, 38 and 
41(2) of the MSA, and regulations 7 and 8 of the Municipal Planning and Performance 
Management Regulations, 2001. 

No mid - year budget and performance assessments 

48. The accounting officer of the Phokwane Local Municipality did not assess the actual performance 
against the predetermined objectives as required by section 72(1)(a)(ii) of the MFMA. 

inadequate content of integrated development plan 

49. The integrated development plan of the Phokwane Local Municipality did not include the key 
performance indicators and performance targets determined in terms of its performance 
management system, as required by sections 26(i) and 41(1)(b) of the MSA and regulation 12 of 
the Municipal Planning and Performance Management Regulations, 2001. 


Compliance with iaws and reguiations 

Municipai Finance Management Act, No 56 of 2003 

50. Contrary to the requirements of section 1 1(4) of the MFMA, the accounting officer did not within 
30 days after the end of each quarter table in the municipal council a consolidated report of all 
withdrawals made in terms of subsection 1 (b) to G) during that quarter and did not submit a copy 
of the report to the relevant provincial treasury and the Auditor-General. 

51. Contrary to the requirements of section 14(5) of the MFMA, a transfer of ownership of a capital 
asset must be fair, equitable, transparent, competitive and consistent with the supply chain 
management policy. No documentation was provided for auditing purposes to assess whether 
the sale to an official and a private entity was done in accordance to the section. 



52. Contrary to the requirements of section 52(d) of the MFMA, the mayor of the municipality did not 

within 30 days of the end of each quarter; submit a report to the council on the implementation of 

the budget and the financial state of affairs of the municipality. 

53. Contrary to section 7 1 , the accounting officer did not within 1 0 days after the end of each month 
submit to the Mayor and Provincial Treasury the monthly budget monitoring reports. 

54. Contrary to section 1 7(3), when the originai budget was tabled in terms of section 1 6(2) it was not 
accompanied by the required supporting documentation as set out in subsections (a) to (m) of this 
section of the MFMA. 

55. Contrary to the requirements of section 78(1) of the MFMA, senior managers or an official of the 
municipality exercising financial management responsibilities did not take reasonable steps within 
his/her areas of responsibility to ensure that; 

• the system of financial management and interna! control established for the municipality is 
carried out diligently 

• the financial and other resources of the municipality were utilised effectively, efficiently, 
economically and transparently 

• all revenue due to the municipality was collected 

• the assets and liabilities of the municipality were managed effectively and that the assets 
were safeguarded and maintained to the extent necessary 

• all information required by the accounting officer for compliance with the provisions of the 
MFMA was timeously submitted to the accounting officer 

• the provisions of the MFMA, to the extent applicable to that senior manager or official, 
including any delegations In terms of section 79, were complied with. 

56. Contrary to section 70(1), the overspending of the municipality's budget was not reported to the 
municipal council by the accounting officer as required. 

57. Contrary to the requirements of section 75 of the MFMA, the municipality did not place the 
required information on their website. 

58. Contrary to the requirements of Section 32(4) of the MFMA, the municipality did not report on the 
occurrence of unauthorised, fruitless and wasteful and irregular expenditure. 

59. Contrary to the requirements of section 126 of the MFMA, the municipality did not submit its 
financial statements for auditing by 31 August 2010. 

60. Contrary to the requirements of section 65(2)(e) of the MFMA, suppliers were not paid within the 
required 30 days from the receipt of an invoice, or such a period as prescribed for certain 
categories of expenditure. 

61 . Contrary to section 62(1)(c), the municipality does not have proper interna! control systems, 
resulting in the annua! financial statements being materially misstated. 

62. Contrary to the requirements of 63, the municipality did not develop proper procedures to ensure 
that the fixed asset register of the municipality is updated and reconciled on a monthly basis, bank 
reconciliations, creditors’ reconciliations and debtors’ reconciliations are performed and reviewed 
on a monthly basis and that inventory counts are performed. 

Municipal Systems Act 

63. Contrary to Schedule 1 section 5 of the Municipal Systems Act councillors did not declare their 
interests for the 2009-10 financial year. 



Preferential Procurement Policy Framework Act 5 of 2000 

64. Contrary to section 6, the municipality did not utilise the 90/10 point system for ail procurement 
equal to or above R500 000, for the procurement of goods and services amounting to 

R4 964 400. 

65. Contrary to the requirements of section 3, the municipality did not utilise the 80/20 point system 
for all procurement equal to or above R30,000 and up to a rand value of R500.000, for the 
procurement of goods and services amounting to R1 856 735. 

Supply Chain Management Regulations of 30 May 2005 

66. Contrary to the requirements of section 6, the accounting officer did not submit a report on the 
implementation of the supply chain management policy within 30 days of the end of each financial 
year to the municipal council. 

67. Contrary to the requirement of section 17, the municipality supplier database is not complete and 
accurate. 

68. Contrary to the requirement of SCM regulation 43, the municipality did not obtain suppliers tax 
clearance certificates before transactions to the value of R1 335 784.00 were concluded. 

69. Contrary to the requirements of section 26, the municipality does not have a bid specification 
committee. 

70. Contrary to the requirements of section 12, the municipality did not obtain quotations for 
procurement equal to or above R2 000 and up to R200 000, for expenditure amounting to 
R3 191 405. 

71 . Contrary to section 1 8(a), the municipality did not advertise tenders for procurement equal to or 
above R30 000 and up to R200 000 on Its website and notice boards, for expenditure amounting 
to R1 742 232. 


INTERNAL CONTROL 

1 considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with the MFMA, Treasury Regulations, DoRA, the 
Preferential Procurement Policy Framework Act, 2000, the MSA and the Municipal Structures Act, 
1 998, but not for the purpose of expressing an opinion on the effectiveness of internal control. 

The matters reported below are limited to the significant deficiencies regarding the basis for 
disclaimer of opinion paragraphs, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 


Leadership 

72. The accounting officer did not ensure that proper internal control procedures are developed, 
implemented and monitored to report on the property, plant and equipment of the municipality. 

73. The accounting officer of the municipality did not ensure that internal control procedures are 
developed, implemented and monitored that will ensure that monthly financial statements are 
prepared and subjected to review. 

74. The accounting officer did not ensure that Internal control procedures are developed, 
implemented and monitored that will ensure that bank reconciliations, debtors reconciliations, 
creditors reconciliations and VAT reconciliations are performed and reviewed on a monthly basis. 



75. The accounting officer did not communicate the commitment to quality in preparing the annual 
financial statements and maintenance of the fixed asset register 

76. The accounting officer does not evaluate whether management has implemented effective 
internal controls by gaining an understanding of how senior management has met Its 
responsibilities in terms of preparing bank reconciliations, maintaining the fixed asset register and 
preparing annual financial statements. 

77. The accounting officer did not implement and monitor corrective action relating to prior year 
external audit findings. 

Financial and performance management 

78. The municipality does not have individuals who understand the GRAP financial reporting 
framework as the disclosure requirements have not been met. 

79. The financial statements are not reviewed for completeness and accuracy prior to submission for 
audit. 

80. Requested information was not available and supplied resulting in a limitation of scope on our 
audit procedures. 

Governance 

81 . The financial statements were not reviewed prior to submission. 

82. The annual performance report was not prepared and submitted. 

83. Implementation of external audit recommendations are not monitored. 

84. The accounting officer of the municipality did not ensure that a financial and risk unit has been 
established. 



Kimberley 
22 December 2010 




AUDITOR-GENERAL 
SOUTH AFRICA 
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